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Current Trends 


The Federal Reserve Board has announced a $1 billion program to provide loans to small businesses 
and farmers caught up in today’s high interest rates and tight money market. Acknowledging that 
farms and small businesses were particularly hard hit by high interest rates, the Board said that 
banks would be able to lend money to farmers and small businesses at a rate below the prime rate of 
about 21 percent. The individual banks will set the specific interest charges on their loans. 
Participating banks will be able to borrow from the Federal Reserve Board an amount equal to 5 
percent of their total outstanding loans. 


Increased housing costs figured prominently in the 1.4 percent hike in the Consumer Price Index for 
March 1980. Overall housing costs rose 1.6 percent for that month, following increases of 1.4 percent in 
the first two months of the year. Interest rates on home mortgages continued a sharp rise, and housing 
costs were up 0.4 percent. Maintenance and repair costs increased by 1.7 percent. 


Jack Carlson, chief economist of the National Association of Realtors (NAR) predicts that interest 
rates on home mortgages will be in the 13.7 percent range by 1981. At today’s rates, he said, 
monthly payments for a home eat up about 26 percent of disposable income. That is seven 
percentage points higher than it was a year ago, he noted. 


The Commerce Department reports that the income of Americans increased 0.8 percent in March. The 
income gain was less than the rate of inflation, but enough to support a slight increase in consumer 
spending during that month, the Department said. Total personal income from all sources rose $15.6 
billion to a seasonally adjusted annual rate of $2.069 trillion. This is almost double the previous month’s 
increase of $7.4 billion or 0.4 percent. Income in January increased $18.1 billion or 0.9 percent. 


Solar energy researchers at the North Carolina A&T University in Greensboro have opened a 
demonstration home to test the effects of imposed energy changes on humans. A five-bedroom 
brick home has been converted and outfitted with solar panels on the roof to heat water, a solar 
greenhouse, and a wood-burning stove to supplement existing gas heat. Students majoring in home 
economics will be required to spend various amounts of time living in the home which can 
accommodate eight persons at a time. They will be asked to save energy in six different ways and 
their reaction to these energy-saving methods will be studied to determine if their lifestyles are 
affected. A consumer acceptability index will be developed by measuring actual energy 
consumption. 


A two-year old proposal to merge the Society of Real Estate Appraisers (SREA) with the American 
Institute of Real Estate Appraisers (AIREA) has been voted down. Members of the SREA meeting in 
Chicago rejected the proposed merger by a 7,408 to 6,061 tally. The AIREA had voted in favor of the 
merger last November. 








Leaders Predict Dismal Future for Housing Industry 


Two leaders, representing both the public and private sectors, predict a dismal future for the housing 
industry. Jay Janis, chairman of the Federal Home Loan Bank Board (FHLBB), says that actual new 
home construction in 1980 could fall below the 1.04 million projected annual rate registered in March, 
and Jack Carlson, chief economist of the National Association of Realtors (NAR), says that ‘‘If the 
economic impact being felt by the housing industry were spread across the entire economy, the collapse 
would be greater than that of the Great Depression in the 1930’s.’’ He said that the industry is being hurt 
more now than at any time during the last 35 years. 


“*Rates on commitments for future mortgage lending posted the largest monthly rise on record from 
early February to early March,”’ Janis said. ‘“This sharp increase was in response to the further 
tightening of monetary policy in mid-February. Since early March, some lenders have posted still higher 
rates and others have temporarily curtailed their lending activities. Rates on actual home loan 
transactions also rose by a record amount in early March because most contract rates were on loans for 
which commitments had been issued since last October when rates first began to escalate sharply,’’ he 
added. 


He said that these high mortgage rates ‘underscore the need for the FHLBB’s recently authorized 
renegotiable rate mortgage (RRM). The agency authorized the new-type mortgage, also known as 
variable-rate or roll-over mortgages, on April 3. ‘Many borrowers will find this type of mortgage very 
attractive with interest rates at record levels,’’ the FHLBB head said. Borrowers under the RRM have 
fixed payments within three-to-five year loan intervals with the possibility of a reduction of monthly 

* payments if mortgage rates decline. 


Janis also predicted that the shipment of low-income mobile homes will decline by about 20 percent this 
year. He said that the housing industry is deteriorating at a rate similar to that which took place during 
the 1974 recession and added that even a drop in current interest rates would not help the industry or 
home buyers in the immediate future. 


Carlson told the Joint Economic Committee: ‘‘Existing home sales are down by one-third from last fall 
and can be expected to decline even further. Housing starts are down by 42 percent from last year and 
are likely to drop even more. Rental housing construction is so low that the rental unit shortage will be 
more critical,’’ he’said. ‘“The industry has been hurt, he told the Committee, ‘‘because of soaring short- 
and long-term interest rates, with mortgage rates having increased from 10.5 percent to 15 percent in the 
last year.”” ; 


The NAR head charged that since 1976 more than half of the acceleration of inflation, which has caused 
record high interest rates and the near collapse of the housing industry, is attributable to Government 
policies. He said that housing “‘is reeling under the weight of tight money policies and is in the midst of 
a recession.’’ The NAR represents more than 750,000 individuals involved in all phases of the real 
estate industry. 


FYI 


National Youth Work Alliance. . . National Conference on Youth Alternatives. . . Washington, 
D.C., June 18-21, 1980. Details: NYWA, 1345 Connecticut Avenue, N.W., Washington, D.C. 20036. 


The Real Estate Investing Letter (REIL). . . an intensive, two-day seminar on How to Maximize Your 
Leverage and Minimize Your Income Taxes in Real Estate. . . tells how to use tax laws to your benefit, 
how to select an aggressive tax adviser, how to use tax credits and bonus depreciation, how to get the 
highest possible appraisal, etc. . . Chicago, June 21-22, 1980. Details: REIL, 757 Third Avenue, New 
York, N.Y. 10017 (415/939-5202). 


Institute of Real Estate Management (IREM). . . Introductory course on Marketing and Management 
of Residential Property. . . offers insights and skills necessary for successful management of residential 
properties. . . explores daily management techniques, long-range planning and the basic theories and 
strategies behind managing real estate. St. Louis, Mo. , June 1-7, 1980. Details: IREM, 430N. 
Michigan Avenue, Chicago, Ill. , 60611 (312/440-8965). 


Landrieu Says Housing Strategy Remains Unchanged 


HUD Secretary Moon Landrieu has told the House Subcommittee on HUD-Independent Agencies 
that the Department's basic strategy for 1981 remains intact in spite of restrictions imposed by the 
President’s battle with inflation. That strategy, Landrieu said, reflects the search for better ways to use 
Federal programs for achieving orderly growth, preservation of neighborhoods and economic 
development. He said that the reductions ordered by the President are painful but have not crippled 
HUD’s programs. 


Telling the Subcommittee that the Department’s budget for the next fiscal year is ‘“built on the principle 
that a healthy private sector is the key to an effective urban policy,’’ he added that the agency also 
believes that local communities should be given the widest possible latitude in shaping programs that 
meet their own ‘locally identified needs.’’ HUD, he noted, also is stressing the need to streamline and 
simplify its policies and procedures so that they can be carried out more effectively at the local level. 


The Department’s budget authority request for 1981 is $40.3 billion, an increase of $4.8 billion more 
than the $35.5 billion estimated for 1980. In accordance with the President’s budget reductions 
announced on March 14, the 1981 proposal has been amended. The decreases amount to $191 million in 
1980 and $83.3 million in 1981. Outlay estimates also have been adjusted to reflect program reductions 
to levels of $11.99 billion in 1980 and $11.77 billion in 1981. 


The FY 1981 budget involves major program areas of subsidized housing, community development and 
fair housing. Subsidized housing programs account for the largest single item in the budget request — 
$33 billion — and provide adequate authority for the reservation of 300,000 units of Section 8 and 
public housing. The Department also is proposing a new Comprehensive Modernization initiative to 
upgrade existing public housing, some of which is almost 40 years old and in need of repair. This effort, 
to begin this year, will continue for four-to-five years. 


In terms of community development, HUD is seeking legislation for a three-year extension of the 
Community Development Block Grant Program (CDBG) which Landrieu calls the ‘centerpiece of the 
administration’s effort to help build strong, viable communities.’’ The $150 million increase sought 
would lead to a $3.95 billion funding level in FY 1981. HUD also is seeking a three-year extension of 
the Urban Development Action Grant Program (UDAG). The Secretary calls the UDAG program one of 
the Government’s ‘‘great success stories,’’ and says that the Department has struck “‘the right approach 
that makes economic development happen and makes it happen in the right places.’’ The $675 million 
UDAG budget proposal would provide for some 350 industrial, commercial and neighborhood projects. 
The Section 312 Rehabilitation Loan Program would be continued at the $176 million level. Landrieu 
said this level would provide more than double the annual rate of activity of any year except FY 1979. 


The Department, the Secretary said, is proposing a ‘‘substantial increase in both staffing and dollar 
resources for carrying out fair housing programs in FY 1981. He said the increase would support a 
comprehensive effort in the battle against housing discrimination. Legislation now pending in Congress, 
he noted, would further strengthen HUD’s enforcement authority under the Civil Rights Act of 1968 
(P.L. 90-284). ; 


Publications Available 


Racial Segregation: Two Policy Views. . . Two critical analyses of continued racial segregation in 
education, housing and jobs; tells what the Federal Government is, and is not, doing about it and what 
might be done. . . by Gary Orfield, professor of political science and a member of the Institute of 
Government and Public Affairs, the University of Illinois, and William L. Taylor, director of the 
Center for National Policy Review, the School of Law, Catholic University, Washington, D.C. 
Available for $3.95 from the Ford Foundation, P.O. Box 559, Naugatuck, Conn. 06670. 


Productivity Improvement Handbook for State and Local Government. . . answers a powerful need and 
shows how to improve productivity at all levels of State and local Government; encompasses virtually 
every area of government — from police and fire to building maintenance — complete with an arsenal of 
tested tools and techniques to help you assess, improve and manage governmental operations. Available 
from John Wiley & Sons, Inc. 605 Third Avenue, New York, N.Y. 10016 (202/867-9800). 





HUD Study Shows Minorities Continue to Face Discrimination 


A study prepared for HUD by the Joint Center for Urban Studies of the Massachusetts Institute of 
Technology and Harvard University reveals that minorities in California and New York continue to face 
widespread discrimination in the mortgage market. Mortgage application data collected in those two 
States were examined to determine what treatment applicants received on the basis of race, sex and 
marital status. The examination revealed several discriminatory practices including denial of 
applications, excessive interest charges and loan fees, the granting of loans lower than originally sought 
and underappraising property. 


Donna E. Shalala, Assistant Secretary for Policy Development and Research said the study: ‘‘Pinpoints 
the ways in which access to mortgage credit has been limited or restricted. While the vast majority of 
lending decisions are based on objective factors such as the ratio of requested loan amount to income and 
to appraised value of property, practices that discriminate on the basis of personal characteristics are 
illegal and violate individuals’ rights.”’ 


According to the study, racial discrimination against prospective minority home buyers was widespread 
though not equally severe for all minorities or in all areas. Mortgage applications from blacks were 1.58 
to 7.82 times as likely to be denied as were similar applications from whites in 18 of 32 California areas 
studied and in six of the 10 New York areas. Blacks were charged higher loan fees in five of eight areas 
where the practice was examined. In eight other areas where interest rates were examined, blacks were 
charged higher rates in two areas. Hispanic applicants received about the same treatment as white 
applicants in New York, with the exception of the New York City metropolitan area. In California, on 
the other hand, savings and loan associations consistently discriminated against Hispanic applicants. In 
both States, treatment of Asian applicants was not significantly different from white applicants. 


The two-volume study, Equal Credit Opportunity: Accessibility to Mortgage Funds by Women and 
Minorities, will be available after May 30 from HUD USER, P.O. Box 280, Germantown, Md. 20868 
(301/428-3105). 
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